INTRODUCTION
Many studies have shown that audit report timeliness is crucial because it is associated with public confidence in the audited financial statements (Ettredge, Sun & Li 2006) and leads to adverse consequences if delayed (Carmichael, Ghosh & Lee 2011; Mande & Son 2011) . Indeed, most prior Malaysian studies (e.g. Che- Ahmad & Abidin 2008; Mohamad-Nor, Shafie & Wan-Hussin 2010; Wan-Hussin & Bamahros 2013) assert that audit report timeliness in Malaysia significantly lags behind developed countries, such as the US, and some developing countries, such as Egypt, Oman and Bahrain. Although the World Bank (2012) had indicated that Bursa Malaysia had conducted a consultation process with other stakeholders to shorten the timeframe for audited financial statements, i.e. from four months to two months, Bursa Malaysia has disregarded this intention and only reduced the timeframe for annual reports from six months to five months with effect from 31 December 2014, and then to four months with effect from 31 December 2015. According to Dato' Tajuddin Atan, the CEO of Bursa Malaysia Berhad, the recent changes are sufficient to improve the timeliness in the Bursa and that the timeframe is similar to other markets (Bursa Malaysia 2013) .
The objective of this study is to examine the association between audit committee financial expertise and audit report lag. The motivation for this study stems from recent research that investigates the effect of corporate governance mechanisms on the timeliness of audit reports (e.g. Abdullah 2006; Afify 2009; Puasa, Salleh & Ahmad 2014; Abernathy, Beyer, Masli, & Stefaniak 2014; Baatwah, Salleh & Ahmad 2015b; Sultana, Singh & Van der Zahn 2015) . In addition to investigating various corporate governance mechanisms, such as the board of directors and audit committee characteristics, previous research had also provided emphasis on the audit committee financial expertise since discharging audit committee responsibilities require directors with extensive financial knowledge and experience (Bédard, Chtourou & Courteau 2004) . Most prior empirical evidence assumes that audit committee financial expertise would enhance the timeliness of audit reports since fewer errors in annual accounts are made, thus requiring less audit work. Although audit committee financial expertise has long been recognized as an important audit committee characteristic (Klein 2002; Xie, Davidson & DaDalt 2003) , a large number of Malaysian research on audit committee financial expertise and audit report lag has failed to find a significant association (Ismail, Mustapha & Ming 2012; Mohamad-Nor et al. 2010; Nelson & Shukeri 2011; Shukeri & Islam 2012; Wan-Hussin & Bamahros 2013) .
The hesitation of Bursa Malaysia to reduce the timeframe of audited financial statements to two months may be the main reason that the previous research did not find any significant association between audit committee financial expertise and audit report lag, even though the motivation for requiring companies in Malaysia to appoint a financial expert on the audit committee is to enhance the timeliness of financial reporting. We argue that the results of prior research have suffered from bias because important variables were omitted and no elaboration were given as to why audit committee financial expertise was not associated with audit report lag. Wan-Hussin and Bamahros (2013) has even suggested that most Malaysian research on audit report lag is biased because it suffers from the omission of crucial variables. While they acknowledge that the study of Che- Ahmad and Abidin (2008) is comprehensive, they contend that it fails to consider corporate governance variables.
Similarly, while we acknowledge Wan-Hussin and Bamahros (2013) as a more recent and comprehensive study that explores the contributing factors of audit report lag in Malaysia, this study has also omitted important variables, such as the specific effect variables and board variables that may have resulted in bias in some reported results. For example, prior literature (see Dyer & McHugh 1975; Khlif & Samaha 2014) finds that adjustment, closing annual accounts and audit work, which are time-invariant, are the most important factors that cause delay in issuing the audit report. Although the required audit work can be proxied by some observable variables (Bamber, Bamber, & Schoderbek 1993) , adjustment and closing annual accounts are not publicly observable, and companies take a different amount of time to adjust and close their accounts (Davies & Whittred 1980) . In addition, it has ignored the effect of the corporate governance reforms made by Bursa Malaysia in 2007 concerning audit committee composition. Furthermore, prior research fails to control the effect of board characteristics on the effectiveness of audit committee characteristics (Rainsbury, Bradbury & Steven 2008; Sharma, Naiker & Lee 2009 ). Thus, our study addresses all these concerns by using the panel data method and controlling more variables relating to corporate governance and to audit report timelines.
Apart from the omission of certain variables, evidences from Malaysian literature on audit committee financial expertise and audit report lag does not imply that audit committee financial expertise is ineffective in providing timely audit reports. However, we argue that prior literature has ignored the interaction between audit committee financial expertise and independence all together.
Malaysian regulators have stipulated that audit committees must have at least one director with an accounting expertise. However, although initially Malaysian corporate governance reforms did not prohibit executive directors from being present on the committee, subsequently, these reforms require that the committees are exclusively composed of non-executive directors, with a majority being independent directors.
Prior audit committee literature shows that audit committee independence affects the effectiveness of the audit committee (Bronson, Carcello, Hollingsworth & Neal 2009 ). In addition, audit committee financial experts are more effective when they are independent (Dhaliwal, Naiker & Navissi 2010; Sharma & Kuang 2014) . In a setting with full audit committee independence, Abernathy et al. (2014) and Baatwah et al. (2015b) reported that audit committee financial expertise is associated with short audit report lag, while Baatwah, Salleh, and Ahmad (2013) contend that audit committee independence contributes to the effectiveness of audit committee financial expertise. Thus, we argue that in settings with lenient requirements for audit committee independence, it is important to consider the interaction between audit committee financial expertise and audit committee independence.
Using 676 observations made and the fixed effects panel data approach, we find evidences consistent with prior Malaysian literature suggesting that audit committee financial expertise is not associated with short audit report lag. We also find that audit committee independence has an insignificant association with audit report lag. When audit committee financial expertise is associated with its independence, the insignificant association still persists. Further tests suggest that if the board has a large number of independent directors, the audit committee financial expertise and independence significantly enhance the timeliness of audit reports. Further analysis also reports that companies with a large number of subsidiaries are not the main constraint for auditors in providing timely audit reports, and that financial reporting quality is not threatened by short audit report lag.
Our study contributes to the literature pertaining to corporate governance and audit report timeliness in two ways. First, we explored the effectiveness of the interaction between audit committee financial expertise and the independence of the board and audit committee in improving the timeliness of audit reports. Second, for the Malaysian literature, audit committee financial expertise is significantly associated with improved audit report timeliness, albeit the lack of independence on Malaysian boards which undermines this role. As for policymakers, our study contains important implications for Malaysian regulators and companies in relation to how the timeliness of financial reporting and corporate governance can be enhanced.
The paper proceeds as follows. The subsequent section is a review of prior literature and develops the study hypotheses. Section four details the research design. This is followed by the empirical results section, while the conclusion is presented in the final section.
LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT AUDIT REPORT LAG
The audit report lag is defined as the time in days that lapse between the year-end and the date of signing the audit report (Davies & Whittred 1980; Dyer & McHugh 1975) . Prior literature indicates that a shorter time for audit reports is associated with manifold advantages (Wan-Hussin & Bamahros 2013) . From this, a significant amount of research investigating the factors explaining audit report lag from developed and developing countries emerged (e.g. Abbott, Parker & Peters 2012; Ashton, Willingham & Elliott 1987; Bamber et al. 1993; Carslaw & Kaplan 1991; Ettredge et al. 2006; Leventis, Weetman & Caramanis 2005) . This literature has identified and discovered that audit report lag is affected by company and auditor related factors, such as company size, audit complexity, leverage, performance, auditor type, industry type, and so on. It appears that a growing number of studies have examined and reported a link between corporate governance mechanisms and audit report lag (see Abernathy et al. 2014; Afify 2009; Baatwah et al. 2015b; .
Like other markets, research conducted in Malaysia has also recognized the importance of audit report lag; since 2000 more research began exploring and explaining related factors (e.g. Ahmad & Kamarudin 2003) . Although Malaysian regulators and practitioners emphasize a shorter audit report lag, research has found that auditors in Malaysian companies usually take 100 to 115 days to finalize and issue an audit report. This time is comparatively longer than the reported time in other countries; for example, in the US they take between 40 to 50 days (Bamber et al. 1993; Ettredge et al. 2006) ; in New Zealand, 61 days (Habib & Bhuiyan 2011) ; in Egypt, 67 days (Afify 2009 ); in Oman, 51 days (Baatwah et al. 2015b); and in Bahrain, 48 days (Al-Ajmi 2008) . Indeed, the timeframe for the audited financial statements in most countries falls between 60 and 90 days. As such, we believe that the Malaysian timeframe is one of the reasons for discouraging companies and their auditors from providing more timely information.
Insights into the Malaysian empirical evidence suggest that there are two streams of literature. One stream exclusively examines the effect of the company and auditor specific factors on audit report lag (see Abidin & AhmadZaluki 2012; Ahmad & Kamarudin 2003; Che-Ahmad & Abidin 2008; Yaacob & Che-Ahmad 2012) . This research documents the significant effect of these factors on the audit report lag. Although this stream of literature considers the important variables within the audit report lag model, it fails to find consistent results, nor does it consider the recent development of the audit report lag literature. The other stream mainly focuses on the effect of corporate governance (see Abdullah 2006; Ishak, Sidek & Rashid 2010; Ismail et al. 2012; Mohamad-Nor et al. 2010; Nelson & Shukeri 2011; Wan-Hussin & Bamahros 2013; Puasa et al. 2014) . Although this stream of research suffers from significant flaws relating to the methodology, it provides an insight into recent developments in the literature pertaining to audit report lag. It finds that audit report lag is affected by board characteristics, audit committee characteristics and ownership characteristics. However, this literature reports that audit committee financial expertise has little effect on audit report lag.
Building on this literature and its shortages, we examine the association between audit committee financial expertise and audit report lag using the two-way fixed effects panel data model to control for unobservable and time specific effects, and, simultaneously, incorporate board and audit committee characteristics. The following is a review of the prior literature on audit committee financial expertise.
AUDIT COMMITTEE FINANCIAL EXPERTISE
Prior literature has argued that audit committees are an important part of the decision control system for internal monitoring by the board of directors (Fama 1980; Fama & Jensen 1983) . They identified a number of audit committee responsibilities that mainly focus on enhancing company performance and shareholders' wealth (see Blue Ribbon Committee (BRC) 1999; DeZoort, Hermanson, Archambeault & Reed 2002). However, previous literature posits that the responsibilities of the audit committee cannot be easily discharged unless such committees have independent directors with relevant expertise, in support with Kalbers and Fogary (1993) who suggested that audit committee expertise enhances the power of the audit committee, and, in turn, produces quality financial reporting. Bédard et al. (2004) , on the other hand, suggest that the financial reporting process is the main audit committee's responsibility and that this responsibility can be accomplished through directors who have extensive financial knowledge and experience.
Consequently, many researchers have investigated the influence of audit committee financial expertise on a variety of financial reporting quality and audit quality measures. For example, McMullen and Raghunandan (1996) report that companies with financial problems are unlikely to have audit committee members with financial expertise. Subsequent studies (e.g. Abbott, Parker, Peters & Raghunandan 2003; Xie et al. 2003) report the significant positive influence of audit committee financial expertise on the quality of financial reporting and audit quality. Recent evidences from this literature show that the positive impact of directors with financial expertise on financial reporting quality is exclusively attributed to accounting and auditing expertise and not to other financial expertise (e.g. Dhaliwal et al. 2010; Goh 2009; Krishnan & Visvanathan 2008) . With regard to the Malaysian evidence, it is found that audit committee financial expertise is significantly associated with greater demand for high audit quality (Yatim, Kent, & Clarkson 2006) , high quality earnings management (Nelson & Devi 2013; Saleh, Iskandar & Rahmat 2007) , healthy financial performance (Rahmat, Iskandar & Saleh 2009 ), voluntary disclosure (Akhtaruddin & Haron 2010) , less quarterly financial reporting restatements (Ismail & Rahman 2011) , and effectively mediating the auditor-client disputes (Salleh & Stewart 2012) .
This study focuses on the effect of audit committee financial expertise on audit report lag. A wide range of prior literature posits that audit committee financial expertise is linked with timely audit reports (e.g. Mohamad-Nor et al. 2010) . However, as the aforementioned literature does not specifically explain how it can shorten audit report lag, we conjecture that audit committee financial expertise leads to a short audit report lag in terms of its effect on (1) year-end accounts closing and adjustment; (2) audit work; and (3) auditorclient adjustment negotiation. Findings by Dyer and McHugh (1975) show that these components consumed 37%, 48% and 14% respectively of the total period of yearend audit function. Furthermore, since audit committee financial expertise is associated with less intentional and unintentional errors in accounts (Dhaliwal et al. 2010) , reduced audit risk and effort (Yatim et al. 2006 ) and reduced auditor-client disputes (Salleh & Stewart 2012) , the audit report lag is shorter. Supporting this argument, Abernathy et al. (2014) found that the presence and high proportion of accounting expertise on audit committees is associated with timelier audit reports for US companies. Baatwah et al. (2015b) and Sultana et al. (2015) also found that audit committees with financial expertise resulted in reduced audit report lag.
As noted earlier, Malaysian empirical evidence contradicts this expectation and reports that audit report lag is not significantly explained by audit committee financial expertise (e.g. Mohamad-Nor et al. 2010; WanHussin & Bamahros 2013) . These results challenge the expectation and requirement of Bursa Malaysia in respect to the presence of financial experts on the audit committee. Given the paucity of evidence supporting the preceding arguments, and given the absence of evidence using Malaysian data suggesting a significant link between audit committee financial expertise and audit report lag, we pose the following hypothesis: H 1 : Audit committee financial expertise is associated with audit report lag.
We argue that the unexpected results concerning the association between audit committee financial expertise and audit report lag for Malaysian data are explained by the omission of interaction between audit committee financial expertise and independence. This is consistent with Abdullah, Yusof, and Mohamad-Nor (2010) and Baatwah et al. (2013) who anticipated an interaction between audit committee independence and expertise in ensuring audit committee effectiveness. It is widely known among authoritative bodies, practitioners and researchers that audit committee independence constitutes a crucial mechanism for ensuring the effective monitoring of audit committees (Blue Ribbon Committee (BRC) 1999; DeZoort et al. 2002) . Fama and Jensen (1983) had indicated that independent directors are needed for the effective monitoring function of the board's committees by the audit committee. Further, McMullen and Raghunandan (1996) claimed that independent directors on the audit committee do not hesitate to question management's actions and policies. Prior empirical evidence supports this claim and reports that audit committee independence is associated with high quality financial reporting (e.g. Bédard et al. 2004; Dhaliwal et al. 2010; Klein 2002) . Using Malaysian data, it is shown that companies with audit committees that comprise a high proportion of independent directors or that are fully independent have high quality accruals (Saleh et al. 2007) , performance (Ameer, Ramli & Zakaria 2009) , and level of voluntary disclosure (Akhtaruddin & Haron 2010) .
Prior to revising the Malaysian code on corporate governance in 2007, executive directors were allowed to be present on the audit committee. Such directors might hinder the audit committee from performing its role effectively and raise the external auditor's concern about the internal control quality (Abdullah et al. 2010) . By using the pre revision sample, Abdullah (2006) and found that audit committee independence is not associated with timely audit report. In contrast, for companies listed in 2009, Wan-Hussin and Bamahros (2013) reported timely audit reports for audit committees with high proportion of independent directors.
Based on prior Malaysian results concerning the effect of audit committee financial expertise on audit report lag, we posit that audit committee financial expertise is not enough to discipline the managers from committing intentional and unintentional errors, and signaling the quality of control to external auditors. Thus, we expect that audit committee independence will enhance the role of financial expertise in audit report lag because an independent audit committee will further increase the integrity of the managers and reduce audit risk. This is consistent with Dhaliwal et al. (2010) , and Sharma and Iselin (2012) who, respectively, reported that independent audit committee financial experts are associated with high quality accruals and less occurrence of financial reporting misstatements. Thus, we propose the following interaction hypothesis:
H 2 : The association between audit committee financial expertise and audit report timeliness is significantly moderated by the audit committee independence.
RESEARCH METHOD AND DATA DATA Our sample selection process began with the top 100 Malaysian listed companies in 2011. The main reason for selecting these companies is that they have achieved a high level of compliance with corporate governance best practices, quality of disclosure, financial sustainability, and corporate responsibility efforts. Furthermore, these companies constitute 69% of the total market capitalization of all Malaysian public listed companies in 2011 (Minority Shareholder Watchdog Group 2011). In selecting these companies as the initial sample, we traced data for these companies over the period of 2005 to 2011, resulting in 700 observations as the initial sample. One crucial criterion in our sample selection process is that a company must have data for at least two years to achieve the requirement of applying the panel data method. Within the study period, our sample companies have at least three years' worth of data with the majority having seven years' worth of data. Thus, 676 observations for our empirical evidence were considered. Our sample period selection is based on the fact that it is for the period of five years after the introduction of the Malaysian Code on Corporate Governance and extends four years after its first revision. This period of time can ensure more compliance and effective implementation of the provisions in the code by Malaysian companies. Data were collected for the sample companies from Malaysian capital market websites, company annual reports and the OSIRIS database.
ESTIMATION METHOD
This study first examined the direct association between audit committee financial expertise and audit report lag, and then examines the association after considering the interaction between audit committee financial expertise and independence. We used the fixed effects panel data method to provide the empirical results. Prior literature has documented that panel data methods are effective in controlling for omitted time invariant and specific time variables, in general (Baltagi 2008) , and in analyzing audit report lag, in particular (Henderson & Kaplan 2000) . Furthermore, we employed two proxies-audit report lag and industry-adjusted audit report lag-for audit report lag. These proxies (audit report lag) are consistent with most prior literature (e.g. Ashton et al. 1987; Bamber et al. 1993 ) and perform (industry-adjusted audit report lag) more effectively in controlling industry influence on audit report lag (Baatwah, Salleh, & Ahmad 2015a 
We define our interested variables as follows. For the dependent variables, audit report lag (ARL) is the number of days between the year-end and the date of the auditor report signature, while industry-adjustment audit report lag (IAARL) is the difference between the median of audit report lag for a given industry and audit report lag for a focal company from the same industry. As for audit committee financial expertise (ACAEX), we adhered to the definition provided by Bursa Malaysia and the most recent audit committee financial expertise literature (e.g. Dhaliwal et al. 2010; Sharma & Iselin 2012 ) that considers a director with a qualification and experience in accounting as the only relevant financial expertise to the audit committee. We operationalized this variable as the proportion of accounting expertise on the audit committee. For audit committee independence, we used the proportion of independent directors on the audit committee (ACID) and full audit committee independence (FACID).
For the control variables, we controlled for a set of variables relating to corporate governance, audit risk, audit complicity, timely reporting incentives and auditor characteristics. These factors have been shown to influence the audit report lag (e.g. Ashton et al. 1987; Bamber et al. 1993; Carslaw & Kaplan 1991; Leventis et al. 2005; Wan-Hussin & Bamahros 2013) . Thus, controlling these variables can eliminate the threat of omitting important variables and enhance the productivity of our models. Indeed, most of this literature have predicted a positive association between audit risk, audit complexity variables and audit report lag. On the other hand, it has also assumed a negative relationship between corporate governance, timely reporting incentives and auditor characteristics, and audit report lag.
The definition of all the variables included in our analysis is shown in Table 1 1 . Table 2 shows a comprehensive descriptive statistics for the study sample and variables of interest. Panel A of this Table shows that our sample includes companies with different industry classification, and that companies from the manufacturing and finance industries represent the largest number in our sample, which are 29% and 22%, respectively. It also shows that, on average, most industries have an audit report lag (ARL) of between 65 and 89 days, thereby indicating that introducing a reduction in the timeframe of the audited financial statement would not burden most industries. As for the variables of interest, it is shown that wholesale trade industry is ranked as the highest in terms of financial expertise and independent directors on the audit committee, followed by financial industry in terms of audit committee financial expertise, and construction industry in terms of audit committee independence. In this Table, Panel B shows the means of interested variables for each year and suggests an improvement in ARL, ACAEX, ACID and FACID from year to year indicating that it is possible to observe a difficulty in complying with any reforms in the initial years.
EMPIRICAL RESULTS

DESCRIPTIVE ANALYSIS
Panel C of Table 2 shows the descriptive statistics for the study variables over a sample period (i.e. 2005- ) that shows that, on average, Malaysian auditors take more than 100 days to finalize the year-end audit function, which suggests that a large number of Malaysian companies are prepared for a greater reduction in the timeframe for disclosure. This result is comparable with US empirical evidence (e.g. Abbott et al. 2012; Ettredge et al. 2006) . As for IAARL, the average is 3 (0) days, which suggests that Malaysian companies deviate from the industry audit report lag by an additional 3 days. As for interested audit committee variables, it is shown that ACAEX is, on average, 39% (33%). The mean (median) for ACID is found to be 85% (80%). As for FACID, it is reported that 48% of our sample has formed an audit committee with full independence. Table 3 is the results gauging the effect of multicollinearity on our estimations. We observe that none of the variables in our analysis has a variance inflation factor (VIF) exceeding the normal value indicating that a multicollinearity problem does not threaten our empirical analysis Untabulated results of correlation matrix also indicate no. univariate correlation between two variables higher than 0.80 suggesting that multicollinearity is not a concern (Gujarati 2009 ). We wish to highlight that COSZ and ADFEE have VIF around 5.5 which is higher than other variables. However, we ran our models after excluding one of these variables, and found that the results for our interested variables are quantitatively similar to the main results. Table 3 and Table 4 present the results for Equations (1) and (2), with ARL (columns 4 and 5) and IAARL (columns 6 and 7) as the dependent variables. To ensure the efficiency of our estimations, we winsorized all the continuous variables at the level 1% percentile and 99% percentile to reduce the effect of outliers, and we used robust standard error to reduce the effect of heteroscedasticity and autocorrelation problems since Modified Wald test and Wooldridge test indicate the presence of these problems. The results for the control variables are largely consistent with prior studies, except for ADFSZ and ADFT which have a significant and positive association with ARL and IAARL.
REGRESSION RESULTS
2 Our concern is the association between audit committee financial expertise and audit report lag. Thus, we only discuss and deliberate the results related to this concern.
The results indicate that the coefficients of ACAEX are insignificantly associated with ARL and IAARL (p>.10), which is consistent with prior Malaysian evidence Wan-Hussin & Bamahros 2013) . This further supports our contention suggesting that, by itself, Malaysian audit committee financial expertise is unable to ensure timely audit reports, and COSZ (RM000), ADFEE (RM000) and NADFEE (RM000) are total assets, total audit fees and total non-audit services measured in amounts. See Table 1 for definition of variables. that it needs more support to ensure the contribution of audit committee financial expertise. Thus, we contend that audit committee independence can enhance the role of financial expertise in attaining a short audit report lag. In this regard, we report and discuss the results for the audit committee independence and audit report timeliness proxies. We should report that the coefficient of ACAEX is positive which is contradictory to previous Malaysian evidence (e.g. Mohamad-Nor et al. 2010; Wan-Hussin & Bamahros 2013) . One possible explanation for such result is that in our sample, audit committee financial expertise is highly exposed to risk in accounting irregularities cases since our sample includes the largest listed companies in Malaysian Bursa. As such these directors are concerned more with the risk than other directors are (Krishnan & Visvanathan 2008) and so have greater incentivies to reduce this risk by conducting a more detailed review and investigation of accounting irregularties and discussing different accounting issues in detail with the auditor and other related parties. Such process may lead to a longer period required to prepare the annual reports for auditing and time has been extended for the auditor to complete the audit.
Using the proportion and full audit committee independence, it is reported that ACID and FACID are negatively but insignificantly associated with ARL and IAARL (p>.10). This result is contradictory to Wan-Hussin and Bamahros (2013) who found a negative and significant association. We believe that our results are reliable because the sample of this study has allowed us to control the effect of recent revisions in the code on corporate governance that had brought a significant improvement to the Malaysian corporate governance practices, particularly audit committee independence. Thus, it suggests that the results of prior research relating to audit committee independence and audit report lag are endogenously determined by a time specific effect.
Having reported no significant association between audit committee financial expertise and audit report timeliness, we tested whether including more independent directors on the audit committee enhances the role of audit committee financial expertise. We employed the interaction approach to examine this interest by multiplying ACAEX with ACID and FACID. After standardizing the components of the interaction terms ACAEX, ACID and FACID, it is shown that the interaction terms of ACAEX*ACID and ACAEX*FACID are positively and insignificantly correlated with ARL and IAARL, thereby suggesting that our hypothesis is not supported.
The result is explained as follows. First, audit committees in Malaysia are not given sufficient support by the board. It has been reported that boards with a high proportion of independent directors and expertise are more likely to have a more effective audit committee (Rainsbury et al. 2008 ) but this is not the case. More insights into our data reveal that Malaysian boards are dominated by executive directors, and that, in most cases, independent and financial expert directors on the audit committee are the only independent and financial expert directors on the board. Second, given their status as a minority on the board and the long timeframe requirements for disclosing audited reports, these directors are more concerned about the accuracy and reliability of accounting numbers than the relevancy of these numbers. This is because their reputation is more likely to be significantly threatened in cases such as accounting numbers manipulation, than it is for timely disclosure. Therefore, they might conduct a more detailed review and discussion with the internal auditors, CFO and CEO. In addition, they might ask the auditor to delay the issue of an audit report to further examine whether the suggestions of auditors reflect an independent auditor and how managers address these suggestions.
ADDITIONAL ANALYSIS BOARD INDEPENDENCE
As we have suggested, audit committee independence enhances the role of financial expertise in audit report lag and that board independence is considered as a major element for ensuring overall effective monitoring. In Malaysia, there is evidence indicating that only independent directors on the board perform greater monitoring (Ameer et al. 2009 ). Using subsample analysis, we tested equation (1) and (2) by grouping our sample into two groups based on board independence. According to prior literature (e.g. Krishnan & Visvanathan 2008) , companies with a board independence of 60% and above are considered as having a more independent board (H_BID), whilst companies with less than this proportion are considered as having a less independent board (L_BID). We conducted all these tests using ARL, as it is the measure that is mostly used for audit report timeliness and for the purpose of brevity. Furthermore, we only considered the proportion of independent directors to measure audit committee independence. Table 5 shows the results of this analysis, and it indicates that ACAEX and ACID are negatively and significantly associated with ARL for boards dominated by independent directors. On the other hand, for boards with a high proportion of non-independent directors, ACAEX is significantly and positively associated with ARL, while ACID is insignificantly associated. These results suggest that audit committee financial expertise and independence are hindered by the lack of independent boards in reducing the lag of the audit report. However, ACAEX*ACID is positively and insignificantly associated with ARL for H_BID (L_BID) group indicating that if the board is dominated by independent directors, financial expertise director can effectively contribute to short audit report lag regardless of the proportion of independent directors in the committee. Furthermore, we observed that ACSZ and ACM have a significant and negative association with ARL for boards with more independent directors, but that they are insignificant for boards with fewer independent directors, thereby indicating that board independence is crucial to ensure the effectiveness of the role of the audit committee on the timeliness of audit reports.
COMPANY SUBSIDIARIES
One claim advanced by Bursa Malaysia for reducing the timeframe of the audited financial statement (60 days) is that the auditors of companies with a large number of subsidiaries will face difficulty in complying with any reduction in the current timeframe. In most of the literature, as well as our empirical evidence, it is suggested that companies with a large number of subsidiaries have a longer audit report lag. We empirically examined this claim by creating a dummy variable (LNSUB) that reflects companies with a number of subsidiaries equal to or more than the median of our sample (25).
In Table 5 , we provide an estimation of equation (1) after replacing SUB with LNSUB, and found that LNSUB is insignificantly related to ARL, which suggests that the presence of a large number of subsidiaries does not hinder the auditors in expressing their opinion more quickly. Furthermore, we replaced LNSUB by using the number of foreign subsidies and rerun equation (1). The unreported results support the preceding conclusion.
SHORT AUDIT REPORT LAG AND QUALITY OF FINANCIAL REPORTING
We also tested another claim by Bursa Malaysia in that introducing a new reduction relating to the timeframe of audited financial statements will threaten the quality of these statements. Using US data, showed that short audit report lag is not associated with a decrease in the quality of financial reports. Accordingly, we tested this claim by using financial reporting restatement (RESTMNT) as a proxy for financial reporting quality, and companies with an audit report lag less than the sample median as a proxy for short audit report lag (ARL_S). In our full sample, 18% of companies restated their annual financial reports. However, using logistic regression for panel data, Table 5 shows that ARL_S is negatively and insignificantly associated with ARL, thereby indicating that a short audit report lag does not lead to lower quality financial reporting.
CONCLUSION
This study is a timely response to the recent requirements made by Bursa Malaysia relating to the timeframe for disclosure, and to the Malaysian empirical evidence relating to the association between audit committee financial expertise and audit report lag. We find that Malaysian companies are able to provide more timely financial reports that are compatible with more developed countries, such as the US. Furthermore, we find that audit committee financial expertise is not associated with audit report lag. Thus, we propose that audit committee independence enhances audit committee financial expertise in providing timely financial reports. Using the interaction approach, we documented the association between audit committee financial expertise and independence with audit report lag, are either separately or jointly significant. Consequently, we explained that these two significant monitoring mechanisms receive insufficient support from the board of directors. Empirical evidence testing this explanation suggests that audit committee financial expertise and independence are associated with a short audit report lag if the board of directors is dominated by independent directors. We also found no empirical evidence supporting that a large number of subsidiaries hinders the ability of auditors to provide a timely audit report, and that reducing the timeframe of audited financial reports will dilute the quality of such reports.
Our findings suggest crucial implications for the audit report timeliness literature and Malaysian policymakers. We have contributed to prior literature by examining whether the interaction between audit committee financial expertise and its independence enhances the timeliness of audit reports. With respect to the contribution to the Malaysian audit report lag literature, we believe that audit committee financial expertise is a relevant factor in explaining audit report lag when the effect of board independence is included as a contributing factor. As for policymakers, we have evidence suggesting that Bursa Malaysia regulators have missed an opportunity to further enhance the timeliness of financial reporting since a large number of companies have an audit report lag of no more than 77 days. In addition, our findings support the latest reforms in relation to the composition of the audit committee, and suggest that Malaysian regulators should pay further attention to the composition of the board.
We acknowledge that our results should be interpreted with caution due to some methodological limitations. First, the data come from companies of a relatively large size in terms of their capitalization. Thus, the generalizability of our results is constrained by this limitation. Second, although our results are more reliable because we have control over most of the variables in the audit report lag model and we have considered company and time specific effects, this reliability could be threatened if the audit report lag is dynamic. Thus, we suggest that future research considers these limitations.
1. We did not control the recent findings in relation to internal audit function because of the high number of missing data for internal audit investment over the study period and the fact that the majority of our sample has an in-house internal audit function. 2. We could explain the unexpected results for ADFSZ and ADFT as follows: Big 4 audit firms in Malaysia are currently exposed to greater reputation and financial risks as a result for discovering many cases of . Alternatively, big 4 audit firms in Malaysia are concerned with the quality of reports more than any other type of auditors. Therefore, they conduct more detailed audit and exert large amount of efforts, which in turn is associated with the longer period of time required to complete the audit. As for audit firm tenure, it is possible that auditors in Malaysia in the initial years are more motivated to prove themselves to shareholders as efficient in providing timely accounting information, but after a few years this motivation decreases as they become more powerful or non-independent.
